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THE. HEALTH SERVICES AND MENTAL HEALTH ADMINISTRATION
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DE"ARTML—'NT OF HEALTH, EQUCATION, »:ND \'\’ELFAHC
OFFICE OF THISECRETARY ’

VIASHINGTON, D.C. 20208

April 5, 1973

v

Dr. Charles C. Edwards
Assistant Secretary for Health

. Department of Health, Education

and Welfare
Hashington, D. C.

Dear Dr. Edwards:

Attached is tha2 final veport of the mana gemant and organizational
study of the l'zalth Services and Hental Heaiih AdwiW\SL\auaon
programs and other health services related progirems ouls side of HSHHA
The conclusicns and reccrmendaticns in this remort were develeped
after extensise interviews with the Acting Administrator, RSithRAS

IS4 IS g AN

Deputy, Assoc’ate and Assistant Administrators of HSHaAL all HSHAA
P!DGPHN throctors: PPO”“AW MMrectors an d\\'F

Regmona] Health Directors: staff mambers in %

and several wcrking sessions with the key stzff in the Office oF the

Assistant Sec etary for Realth..

The recemmendations of the study Ware d°"~1o"

=< in the context of the
future federal role in healtih as a twcu.atc t v Secretary Weinberger
before the House Subcommittee on Public i lealt™ and Weltare. Spec1f1cQ1}

the fcucrul role in health will be:

Financing of health scwvwccs tﬂYOJ‘H i“adicare, Medicaid,
. - and dat1ona1 Health Insurance - '

. Health and medical reseerch
. Preventive health and corsumer protzciion

. Technical assistance and special stcii-up funding for
demonstration

.. General student acs1stunre programs tor health manpower
education ,

. Direct provision of medical care-oniy as a last resort.

Fach alternative organizational aliunment concidered in this qtudy

analvzed in Tioht of this now Tl v,
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. effect1ve heolth d1recL1on at the Tederal

- hssistant Secretary for Health L F ' 2

The develcopment and implementation of health po]icy s presewtlv
fragmertcd across three componcris of DHEW; ihe Health agencies, -
SSA and u.S This is the most s onificant issue that the stugy '
wad to @éddress.  In the proposed 1974 budget, the Medicare and
edicaid programs reoresent 79,17 of the total health bucget.
This r::ns the Assistant Secretary for Health, the nation's top
health official, has direct influence over no more than 285 of

fedcxa] hLJ}L1 expendwuures.

el

ps

.In resoonse to ch91]°nnn that ledicare and Mediceid are not health

prograns, Secretary Heinberger has stated, "Ist only are they ﬂﬂal th
progrems, they are the nation's most important health programs”

The Office of Manacement and Budget supports this GFUUMEHL by treating
Medicare and Mediceid as health programs in the federal budget.

The approach to a”ministering these programs in the past has. been
predncaucd on two-major assumptions:

. Medicare and Medicaid e1191b1]1by is tied so c]ose]y
to ilhe intome zscicience programs (it oespavation is

e irine en s

not fea51oxe

. The delegation of leadership and pelicy guidance
respons1b1]1‘v for these programs to the Assistant
Secretary for Health should provide zdequate health
input

Based on the observations of this study, t

these assumntions are no
longer valid and need to be reconsidered at ?
ie

iis point i more
i is to be achieved.

7 d

o

Both the Burcau of Health Insurance (SSA) and ' ]
Administration (SRS) could be removed from their parent organizations
without disrupting present payient systems. Ei ig gibility daterminaticn
would continue without chance. Support servicss in the headquariers
and the regional oifices could be adjusted wiitout major disturbange
of operations. There are, in the case of ledicare, other offices in
SSA that sunport BHI but these are readily idsntifiable and the '
appropriate divisions or brancihes are separabiz from the rest of the
organization -- i.e. sub-units within Office <f the Actuary, Office

of Rescarch and Statistics, 0ffice of P1<nn1n“ and va]uat1on

edical Services

“So

Delegation of policy responsibility to the Azeistant Secretary for
Health has not worked. lihether an fissistant lccretary with
stronger organizational support would have bezn uore effective is
arovmontative,  Tho {act 1: thorn i ﬂrn<;~f’r no oraranriafa
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fissistant Secretary for Health o T ‘ 3

{ early and thorough review in terins of the 1 potential impact on

o the nation's heaith care delivery system and that the full intent

of such policy decisions on the health side is adeguotely reflecte

in contracts with the fiscal intermedieries and State agencics.
Further, policy qu 1JanCU ]LJU]I is of Timitad value i7 communicctions
and contracts with interinediaries, States and other partwb7pnt?nJ

! agencies are periormed 1n a scoarate organizetion. This is the

’ point of leverege that will have to be shified to the organizaticnal
“control of "Health" if integrated policy with respect to health

[ services is to be achieved. In short, thers needs to be a single

| ’ point of acceuntabiiity for both policy detsrminations and imnlenenta-
tion of health policy with respect to programs that finance health
services.

-
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f : There is increasing overlap of functions and staffing emong OASH, HSMHA,
' _ SSA, and SRS. Duplicete staffs now exisi with respect to such uctivitie
f as hcalth care stzndards and surveillance, health services rescarch:
{ and experimentation, health pTan1no and r’vwnw and health maintenance
. organizations. Attempts to ccordinate these separate efforts thirough
B the 0fvice of the Secreiary have resulted in additicnal stafiing and
. cub('i.:n.i:ﬂ ria'!a\/c in rlor‘jcigqn..m{/{nm S’y n\row]ﬂr\'\{o'm artiviiiog
. are not only vastetul of resources but are «Iso con .u<1rg and costiy
to private and other affected organizations throuchout the country.
These difficulties can cnly be overcome by the establishment of a
single focus of management resnaws1b117uy end accountability for all
health affairs within the Department.

Other major issues addressed in the report are as follows:

. National Health Insurance, the mcst important new
- -health initiative, w111 be most L:fect]v“ if it is
establishad and operated with an aw areness of total
health care supply and demand

e . The Office of the Assistant Secretary for Health will
require strengthening and realigring to effectively
assume its role as the focal poir: for establishing and
directing the implenentation of Lzalth policy

T . The character of HSHHA must undeyso drastic revision

f to aCCO”thaie the rew federal reiz in health

i -

. The role of the regional office will need to be al
significantly to reflect the ney Tederal vole in 't

tered
2altn

|
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Assistant Secretary for Health ; ' ) . 4

The respective roles of the health agencies,
especia]ly in applied research and control
activities, are not clear

.

. The role and organizational placement of health
manpower programs needs to be redefined

. Several HSHHA organizational issues were identified in the study
- and are addressed in the report:

HSMUA is a conglomerate of specialized categorical

progrens without a central purpose supportive of
. overall health policy
. Fach program contains one or more of the following

functional elements: grants administration, standards’
development and monitoring, technical assistance,
research and development, direct delivery, training

Int2r-program commumication and ccordinziion 1s
miniwal and clustering of programs has been marginally
effective in correcting this problem

. The interface between health services and health
financing programs has been inadequate

Successful mechanisms have not been devised to resolve
the conflict between regionzl objectives and the
national objectives of categorical prograns

f

]

. - The new organization wust p ovide for phoe-out of
CLIA .

v
several activities within HSWHA

The relationship of mental health to of7 o HSHHA

activities is uncilear ;
The study has revealed that substantial pro ~ypade in
decentralization of H3HA finctions to ing 1R ava
current probless, however, that nced 1o 0w =4 imptementa-
atie :

tion of the study recommendations. Snecificail . o

. Inadequate relationships to cther HEU ;vf“?ams

-y O L -
I . LA
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hssistant Secratary for Health

\

. Incomplete grant decentralization, particularly
jnvoiving ihe MHational Institutes ¢t Mental
‘Health

. Lack of an operatioﬁa1 budget controlled by the
legional Health Directors

. Lack of effective methods for providing regional
input on national policy _

A number of management changes need to be effected to improve health
operations in the regions:

. Define the Regional Health Director's role as
the principal health official in the region and
his reporting relationship to the ‘Assistant
Secretary for Health

. Integrate all regicnal health ctafi activities
inelyding RHME

. Integrate the regional health service activities
with the health financing program uactivities

. Complete the decentralization of grant authority

. Strengthen the technical assistance capability
of the regional offices

~ _These changes, vhen implemented, will enable the regions to assume
their future role in impiementing the federal health mission. This
new role will consist of:

. Monitoring compliance of health care providers
with financing-standards

. Health surveillance and assessment of need,
capability and eifectivencss of health delivery
system

. Assistance in resource developient at the State and
local level : :

. Traditional public health and disease prevention
activities



The organization of programs under the Assi

Assistant Secretary for Health . : C 6.
In developing the reccrmended reorganization plan Tor HSHHA. the
task force developed four principal aliernatives. These alternatives

were chosen to contrast available options of organizing:
. To assume future functional alignment

. To benefit from ey1st1ng administrative
capacity

. To integrate mental health with other health
services activities

Fach of these alternatives were then analyzed and evaluated in
1ight of major organizaticnal objectives

. Facilitate development of health poiicy for a
national health missicn

.. Facilitate inter-program coordination and
regional operations within a single agency
mission

. Provide flexibility for future cherge

. Facilitate implementation without cisrupticn of
program operations

The recommended reorganization draws on the "t“:nubud of each
alternative and as such represents a synthesis of OC"“H]ZQL]OPQ]
advantages of all options considered. Obviously, this process

requires compromise on certain chjectives.

stant Secrctary for Health
shou]d be realigned in five agencies, each having a unified mission:

. HNational Institutes of Health (HIH)
. Food and Drug Administration (F0A)
. Health Resources Administraticn {(HRA)

. Health Services Administration (11SA) .

. Center for Disease Control (CDZ)



Assistant Secretary for Health - ' 7

National Institutes of Health - The Burcau of Health ianpower

Educaticn (UHTEY shsuld ba transferred frem HIH into the new
agency H2A.  The rationale for keeping DHIE in NIH because of

the cleose ties and grent sunport to medicel schools and other
institutions has been larcely. eliminated through decisions to
support cducation primarily through general student assistance.
The futurc role of BHSE in HERA must focus on the nature of health
manpewor as a critical heaith services resource, and will consist
primarily of manpower intelligsnce (determination of supply and
demand) and highly targeted special projects in manpower research

and demenstration. -

The MNational Institutes of Mental Health should be transferred to
NIH. The buduet decisions to cease making new project awards for
community mental health centers and alcohol abuse programs removes
NIMH from the arena of direct services. The retention of project
grant activities in drug abuse programs is no more coempromising cf

“the rescarch oricentation of NIH than the "control activities” of

the Cancer ard Heart and Lung Institutes. Legislation presently.
requires that the Haticnal Institute for Alucholism and Alcohol
pbuse znd the now Yation2l Institutc for Drag Abuse {Deconber 1074

be in the HIFH. ith changes in this legis'ation, the aiconol and
drug abuse acvivities could be separated Trun il if desired.

Primarily for administrative reasons, this study does not propose
separation of the alcohol and drug abuse programs from RidH. It

was recognized that alconol and drug abuse are important public
health problems. There are, however, many other areas with high
national priorities, such as cancer, heart and lung disesase, aging,
etc. The focus of this study was not so much the priority status

of various programs, as it was to develop an organizational fremework

_for effective operation. The quastion of elevating these two programs

for higher visibility -is a policy issue that needs to be addressed
separately. From a purely functional and organizational point of view,
the vork group could not find reasons to recomtznd elevation oV these
programs. Certainly, the matter requires further consideration to
examine in greater detail the programmatic implications and the
professional and medical inter-reiationships of the programs.

No recommendation is being made regarding organizational changes
in the health service related activities of WIH. However, it is
recemmendad that this arca receive futher attention.

Food and Drua Administration - The FDA should remain intact but

its relalionship Lo the other health agencies in spplied research
should be further studied. .




. , Assistant Secretary for Health ‘ o 8

Health Resources fdministration - A now zaerncy should be established
fo provide naticenzl leacersiiip related to the regquirements for and
distribution of health resources. In perfoiming this mission, the

HRA shouid:

s

_* Provide overall surveillance of the status of health
/ care in the U.S. through State ang Tocal health planning
activities and the collection andg eralysis of data on
resource capacities, health service needs, vital
statistics and disease incidence

5 . Develop and test new anoroaches to the provision,
. Vi

production, and utilization of herlth manpower,

R health facilities, and health carc systeis
. . Provide limited special support for resource develop-
i nent that is not effectively cove ~ed under health
| service financing and/or general cducational support
" mechanisms
! . ; . o . e s
! This acency would consist of programs nreacatly existing in the
Development cluster of nSHiA Gitth magjoir Tedirectioin o prodram
; activities) and adding the Bliic, National Center for Health
! Statistics, National Health Service Corps, :nd health service
rescarch and training,activities.
Health Services Administration - A new sooncy should bz estzblished
fo provide and finance the dolivery of heaith services through
Hedicare, Medicaid, grants and contracts, ard uitimately, National —
Health Insurance. In accomplishing this mission, the HSA should
perform the following functions:
. Develop standards and certify manpower and
facilities for participation in financing
Drograms
. Monitor compliance and adequacy of standards and
evaluate the overall impact of standards and
financing for policy implications
i . Administer Titles XVIIT (Medicare) and XIX .
o (Medicaid) Programs '
r . Review appropriateness of care received in terms

of cost, quality, and effectiveness

. Provido assistance to oxisting hoolth sarviaoo
1 PiOg v LU SLEchon ol LHSTY s LIenT capabitity

. and ensure they. weet acceptable steondards for
i . reimbrrscment through financing pregrams



Assistant Secretary for Health ) oo . 9

. Continue to provide. or arrange for health services
to specific federal beneficiaries while facilitating
conversion of these activities to support through

financing programs

This agency would consist of those HSMHA programs currently in

the Delivery cluster (redirected and combined along functional
lines) plus the Burecau of Health Insurance (SSA), Modical Services
Administration (SRS), and Professional Standards Revicw Organization

. and Hursing Home Affairs (OASH).

Center for Disease Control - CDC should be established as an
independant agency retaining its cresent-mission. In addition,

the remaining preograms of the Bureau of Community Envircnmental
Management (rat contrel and lead based paint) should be incorperated
into the CDC program.. Hational Institute of Occupational Safety and
Health should receive administrative direction from CDC.

Implementation of the recommended reorganization should be under-

taken at the earliest possible cate and should be effected under

the leadershin of a management team to be ascembled for this express

Meieri oo T2 T S L T TR Tty Commre B a
pur pusc. Inn\:I.y Hnp i Caicitva vVl LUl prutcct voren Qv ceul tan

~concurrence in the concept of the reorganization as defined herein,

and delegation of implementation authority to the Assistant Secretary
for Health. ‘

Immediate action should be taken on the following:

. Transfer Hational Institutes of Mental Health to Mational
Institutes of Health :

- . -Establish Center for Disease Control as a separate agency

. . . ¥
. Establish Health Resources Administration and Health
Services Administration as separate agencics

~

. Abolish Health Services and Mental
concurrent with establishment ot !

Health Administration
2
tration and Health Services Administir

al
i th Resources Adminis-
ati

161

-

. Transfer Bureau of Health Manpower Education to Health
Resources ndministration

. Change reporting relationship of negional Heélth Director
to Office of Assistant Sccretary fer Health
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Assistant Secretary for Health

On a cdate to be established by the

July 1, 1973, place the Burcau of
Services Adminictration under t
for Health. The DASH and the two
maximum of 90 days to develep the
merger of the appropriate sta t

o
ke
RS2t
ok
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Secretary, preferably no later than
Hoalth Insurance and lMedical
direction of iho Assistant Sceretary
organizations should e given a
administrative details for cffective
s into the Health Services Administration.

Restructuring of this magnitude will require ccnsiderable flexibility

for the management team directing the activities.
not the intent of this report to prov

Therefore, it was

ide a detailed plan but rather

to provide the overall iramework of the proposcd reorgenization within

which operational decisions can be made.

Authority to act and timely
J

implementation will determine the ultimate degree of SUCCESS of this

undertaking.
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Respectfully submitted,

Work Group on HSKHA Organization
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David T. Smith (Project Director)
Food and Drug Administration
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Judith L. Carpenter
Office of Assistant Secretary for
~ Health

Daniel I. Zwick
Office of Assistant Secretary fovr
‘Health
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Paul G. laugaman i
Hational Institutes of Health




